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2 
BENIN: KEY ECONOMIC INDICATORS 


(All values in millions of U.S. Dollars and computed at average yearly exchange rates 
listed below) 


AREA AND POPULATION 


Land area: 43,483 square miles 
Population (1983): 3.7 millions 
Annual population growth rate: 2.7% 


INCOME AND propuctron'®) 1982 1983 1984 “Change 1983-1984 


Gross Domestic Product (GDP) 1,061. 996. ; -6.5 
of which: Agriculture 281. 292. ; +43 
Manufacturing 50. 42. x +4.0 
Petroleum ~- eds ; +25 /5 
Commerce 231. 183. ‘ -21. 
Transportation 102. 88. . -9, 


Gross Domestic Expenditure 1,414. 1,329. , -10. 
of which: Consumption 1,067. 1,011. a -6. 
Gross Investment 346. 118. i -47. 


MONEY AND CREDIT (end of year) ‘@) 


Net foreign assets 
Net domestic assets 

net claims. on government 

net claims on private sector 
Money and Quasi-money 


BALANCE OF PAYMENTS(>) 


Exports (f.o.b. ) 319. 
Imports (f.0.b.) -590. 

Trade Balance -270. 
Services (net) -89 
Transfers (net) 99 

Current Account Balance -261. 
Non-monetary Capital (net) 222 
Monetary Capital -3 -0. 
Errors and Omissions -12.7 -9. 
Overall Surplus /Deficit(-) -56.8 -76.3 -54. 
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Exchange rates: 1982 1983 1984 


CFA US $1 328.62 381.07 437.00 
SDR US $1 -90579 .93545 .97560 


(a) Calculated from CFA franc figures 
(b) Calculated from SDR figures 


sources: Government of Benin, World Bank, International Monetary Fund, U.S. Embassy 
figures and estimates. 





INTRODUCTION 


The People's Republic of Benin (Benin) is classified by the United 
Nations as one of the world's least developed countries. Located on 
the west coast of Africa, Benin is bordered by Nigeria to the east, 
Togo to the west, and Niger and Burkina Faso to the north. The main 
economic activities have traditionally been agriculture and regional 
trade. 


Following the establishment of a Marxist-Leninist government in 
1972, the state became the predominant economic agent, managing and 
controlling operations in all sectors of the economy. Real economic 
growth increased from 0.9% per year between 1971 and 1976 to 3.6% 
per year between 1976 and 1981. There was a dramatic deterioration 
in Benin's economic performance in 1983 and, since then, Benin's 
leaders have been faced with the worst economic crisis in the 
country's 25-year history. Drought, Nigeria's closure of the common 
border, and the general regional economic downturn have resulted in 
stagnant agricultural production and a sharp decline in import and 
re-export tax revenues. Largely as a result of the financial and 
structural problems of the public enterprise sector and the high 
cost and poor performance of its major investment projects, 
substantial balance of payments and fiscal budget deficits have 
persisted since 1983. Despite an increase in the production and 
export of crude oil and cotton, real growth in GDP was only 0.4% in 
1983 and 1.6% in 1984. 


The government of Benin has initiated several economic reform 
efforts, including World Bank-funded technical assistance and public 
enterprise rehabilitation projects and continuing negotiations on a 
stand-by agreement with the International Monetary Fund. Benin's 
leaders have also shifted their development strategy. The theme of 
the 1983-87 Development Plan is self-sufficiency and self-sustained 
development. In sharp contrast to the previous plan, which was 
dominated by large capital intensive projects, the current plan 
gives priority to agriculture, transportation, and the 
rehabilitation of the industrial sector, especially small- and 
medium-sized enterprises. 


While the government has in the past looked on the private sector 
and foreign investment with considerable mistrust, recent policy 
decisions and presidential statements indicate a considerably more 
cordial atmosphere for local private-sector operations and a welcome 
for foreign investors. 





CENTRAL GOVERNMENT FINANCES 


The 1985 budget has two components: a current budget of CFA 50.7 
billion and an investment budget of CFA 89.420 billion. The current 
budget represents a 9.2% decrease from the 1984 level and a 16.2% 
decrease from the 1983 level. Wages and salaries account for 73% of 
total expeditures. The budget reduction is due primarily to an 
anticipated 25% decline in import tax revenues, which have 
traditionally been the largest source of government revenue. 


The decline in import tax revenues is due to the economic downturn 
in the region and decreased re-export trade with Nigeria in 
particular. Almost all ministries face expenditure cuts. Notable 
exceptions are the Ministries of Rural Development and Foreign 
Affairs, which are slated for budget increases of 6.6% and 17.7%, 
respectively. The current budget was in surplus until 1983, when a 
budget deficit of CFA 35 billion arose. Despite budget reductions, 
in 1984 the deficit totaled an estimated CFA 33 billion, or 8% of 
GDP. Extrapolating from last year's performance, it is estimated 
that the 1985 budget deficit may again exceed CFA 20 billion, 
despite the 9.2% decrease in projected expenditures. More than half 
of the combined deficits of 1983 and 1984 were financed by foreign 
borrowing, drawing down nearly all deposits with commercial banks 
and by using most of the credit allocated from the Banque Centrale 
des Etats de l'Afrique de l'Ouest (BCEAO). 


The 1985 investment budget has two components: a priority 


investment program of CFA 52.45 billion and an annex investment 
program of CFA 36.97 billion; 79.6% of the total investment program 
is to be financed from external sources. The investment program is 
heavily weighted toward industrial and infrastructure projects, with 
44.7% of the funds allotted for industry, 19.1% for infrastructure, 
15.8% for rural development, 7.8% for administration, 6.6% for 
education, and the remaining 6.0% for health and other social 
sectors. Three projects account for more than 50% of the priority 
investment program: the joint Benin-Togo Nangbeto Hydroelectric 
Project, Phase II of the Seme Petroleum Project, and the 
Dassa-Parakou Highway Project. 


MONETARY SECTOR 


As a member of the West African Monetary Union (UMDA), Benin has 
limited flexibility in its monetary policy. All UMDA members 
(Benin, Burkina Faso, Ivory Coast, Mali, Niger, Senegal, and Togo) 
share a common currency, the CFA franc, and a common central bank, 
the Banque Centrale des Etats de l'Afrique de l'Ouest (BCEAO). 





The CFA france is pegged to the French franc at the rate of 50 
CFA/1 FF, and convertibility of the CFA franc is guaranteed by the 
French Treasury. Benin's banking system is owned and operated by 
the government. After the revolution, all commercial banks were 
merged into one, the Banque Commerciale du Benin (BCB). The banking 
system also includes the Banque Beninoise pour le Developpement 
(BBD) and the Caisse Nationale de Credit Agricole (CNCA). 


Increased government borrowing to finance the budget deficits 
resulted in a 2% decrease in credit available to the private sector 
in 1984 and a sharp decrease in net foreign assets. Total domestic 
assets increased only 6% in 1984, in sharp contrast to a 68% 
increase in 1982. More than half of the combined deficits of 1983 
and 1984 were financed by foreign borrowing drawing down nearly all 
deposits with commercial banks and by using most of the credit 
allocated from the BCEAO. Between the end of 1982 and the end of 
1984, Benin moved from a net creditor position of CFA 10 billion 


vis-a-vis the banking system to a net debtor position of CFA 9 
billion. 


BALANCE OF PAYMENTS, TRADE, AND EXTERNAL DEBT 


Benin's overall balance of payments position improved between 1983 
and 1984, largely as a result of a sharp decrease in imports. The 
balance of payments deficit decreased from $76.3 million in 1983 to 
$54.7 million in 1984. Although the current account deficit 
decreased from 25% of GDP to 3.2% of GDP in 1984, there was a 
deterioration in the capital account. 


In 1984, the total value of Benin's imports was $225.3 million, and 
the total value of Benin's exports was $171.6 million. More than 
75% of Benin's imports were from OECD countries. Benin's major 
imports have traditionally been petroleum products, machinery, spare 
parts, and consumer goods. Principal exports are agricultural 


products, although small quantities of crude oil have been exported 
Since 1983. 


Trade between Benin and the United States has been minimal. The 
total value of U.S. exports to Benin in 1982 was $24.5 million, 
declining to $12.4 million in 1983 and $12.5 million in 1984. This 
decline in U.S. exports has been due to a combination of factors, 
including the strong U.S. dollar and Benin's generally poor economic 
performance. U.S. exports in 1984 consisted primarily of tobacco, 
rice, used clothing, and non-fat dry milk. U.S. imports from Benin 
have also been modest, totaling $1.5 million in 1982, $28.7 million 
in 1983, and $331,000 in 1984. The tremendous increase in 1983 was 
due to crude oil shipments to the United States. 





Benin's external debt has increased rapidly in the last few years, 
largely as a result of government borrowing for three large 
development projects: the Save sugar refinery, the Onigbolo cement 
plant, and the Seme oil field project. Public and publicly 
guaranteed debt more than tripled between late 1979 and the end of 
1984, from $167 million to an estimated $581 million. Because much 
of Benin's outstanding external debt is denominated in U.S. dollars, 
the strong performance of the dollar has greatly increased the debt 
burden. High interest rates, especially on commercial borrowing, 
have also increased the debt servicing burden. 


Over the next five years, the country's total debt service will 
exceed $400 million. As the loans for the three large investment 
projects are falling due and none of the projects has generated 
sufficient revenues to repay them, Benin has not been able to meet 
its debt interest obligations. Interest arrears have quadrupled 
since 1981 and presently stand at approximately $90 million. 


AGRICULTURE 


Agriculture is the most important sector in the economy, employing 
more than 75% of the active population and accounting for 40% of 
GDP. Small, independent farmers produce 90% of agricultural 
Output. Production is dominated by subsistence food crops: maize, 
sorghum, yams, cassava, beans, and small quantities of rice. 

Benin has traditionally been self-sufficient in food, but grain 
imports, primarily rice and wheat, have been increasing since 1979, 
Cash crops -- palm oil products, cotton, and groundnuts -- provide 
35% of Benin's foreign exchange earnings. 


Over the last ten years, agriculture has grown an average of only 
0.5% per year. With the exception of cotton and maize, agricultural 
production has declined steadily since the mid-1970s. The sector 
has been plagued by drought; insufficient and inefficient use of 
fertilizer, insecticide, and seeds; poor utilization of rural 
credit; lack of infrastructure; lack of technical and management 
skills; and artificially low producer prices. 


Cereal production (maize, millet-sorghum, and rice) decreased 3.4% 
per year between 1978 and 1981. There was a modest 3.3% increase in 
maize production from crop year 1982-83 to 1983-84. However, both 
millet-sorghum and rice production have continued to decline. 
Sorghum production decreased 6.1%, from 60,416 to 56,717 metric 
tons. Rice production has exhibited the poorest performance of all 


agricultural crops, declining from 8,792 MT in 1982-83 to 5,300 MT 
in 1983-84, a decrease of 40%. 





Yams and cassava, Benin's major tuber food crops, are grown 
primarily in the central and northern provinces. Between 1977 and 
1981, the output of yams grew 27.7%. There was further increase in 


production in 1982-83, but since then yam output has decreased 7.7%, 
from 671,940 MT to 580,167 MT. 


Both peanut and palm oil production continued their long-term 
decline. Between 1982-83 and 1983-84, peanut production decreased 
5.2% ,.from 35,438 MT to 33,595 MT,. and palm oil production 
decreased from 23,647 MT to 17,828 MT, a decline of almost 25%. The 
poor performance of palm oil has been due to the abandonment of palm 


groves, poor maintenance and organization of existing crops, theft, 
and unremunerative producer prices. 


Cotton is the only agricultural product that has experienced rapid 
expansion in recent years. Cotton production has nearly quadrupled 
since 1981-82. Output increased from 30,737 MT in 1982-83 to 44,470 
MT in 1983-84, an increase of 44%. This rapid recovery has been due 
in large part to producer response to the government's policy of 
progressively increasing producer prices. Cotton prices have 
increased 67% since 1981-82. The government has begun to phase out 
all subsidies on fertilizer and insecticides and has established the 
Societe Nationale pour la Production Agricole (SONAPRA) to overcome 
inefficiencies in input procurement, price stabilization, marketing, 
and ginning. In August 1985 France and Benin signed a CFA 3.75 
billion loan agreeement for the construction of additional cotton 
storage and ginning facilities. 


There has been a considerable increase in Benin's livestock 
population since 1978. Cattle production has increased 2% per year 
and presently stands at 900,000 head; sheep production has increased 
5% per year and stands at 550,000 head; and poultry production has 
increased 15% per year and stands at 18,000,000. Nevertheless, 
livestock production has been plagued by problems, including lack of 
water and pasture during the dry season, disease, and low prices. 
Production falls far short of the country's needs and in 1984 Benin 
imported 19,729 MT of meat and poultry at a value of CFA 512.9 
million. 

Benin's forest resources fall short of national needs. A project to 
develop the country's forestry resources and increase wood 
production is currently underway with co-financing from West Germany. 





COMMERCE AND TRANSPORTATION 


The commerce and transportation sectors together account for 
approximately 30% of Benin's GDP. The commerce sector has 
traditionally been the country's highest growth sector, due 
primarily to increased regional trade. In recent years, decreased 
demand from Benin's neighbors and the Nigerian border closure have 
resulted in stagnation in the commercial sector. The commercial 
sector's share of GDP has decreased steadily, from 126.6% of GDP in 
1980 to 17.6% of GDP in 1983-84. Benin faces a chronic trade 
deficit, which the country's leaders hope to alleviate through 


increased exports of petroleum, cement, sugar, and agricultural 
products. 


The transportation sector, which consists primarily of road and rail 
transport and operations at the Port of Cotonou, accounts for 12% of 
GDP and 20% of formal employment. Benin's transportation system has 
been plagued by poor management, inadequate finance, insufficient 
material support and maintenance, a lack of technicians and, more 
recently, the regional economic downturn. 


The government has a monopoly on port operations, but has begun to 
encourage participation by private truckers. The Port of Cotonou 
was recently expanded in anticipation of increased demand from the 
region, especially from Nigeria. As a result of the economic 
downturn, competition from the Port of Lome, and the lack of a good 
road and rail network, port revenues have been decreasing. tn 1983, 
64,000 MT of merchandise was loaded at the port, a 20% increase over 
1982, but the port still failed to attain 1980 levels. Merchandise 
unloaded at the port decreased 32% between 1982 and 1983. 


Both road and rail traffic have suffered a decline in recent years, 
due in large part to decreased transit trade with Niger and Burkina 
Faso. In 1983, rail traffic decreased 16% in tonne-kilometers and 
7% in terms of tonnage. To reattract transit trade, the government 
has decided to pave the Dassa-Parakou stretch of the principal 
north-south road and to improve the rail system. 


Operation of the national airline, Transports Aeriens du Benin 
(TAB), is not a major element in the transportation sector. 





INDUSTRY 


Benin's modest industrial sector accounts for 7% of GDP and employs 
about 5.4% of the country's economically active population. 
Industrial production consists primarily of textiles, beverages, 
food processing, and construction materials. Industrial policy is 
set by the government and the sector is operated and managed by 
about 60 public enterprises. In recent years the industrial sector 
has experienced severe economic and financial problems, including 
disappointing performance of three large development projects 
(Onigbolo cement plant, Save sugar refinery, and Seme oil field); 
high costs and lack of production inputs; a shortage of technically 
trained personnel and experienced management; and perhaps most 
importantly, a structurally weak and financially troubled public 
enterprise sector. More than two-thirds of the public enterprises 
are suffering from serious financial problems. The government is 
negotiating with the World Bank on a public enterprise 
rehabilitation project. Even with improvement in public enterprise 
performance, the prospects for industrial growth are limited because 
of the small domestic market, the limited purchasing power of the 
Beninese consumer, and sluggish regional demand. 


ENERGY 


Benin has a diversified resource base which, in principle, could 
meet the country's projected energy needs. Fuelwood and other 
biomass sources satisfy 86% of Benin's energy requirements. 
Although the supply-demand balance is positive on the national 


level, fuelwood shortages have developed in certain areas and the 
government has initiated reforestation projects. Petroleum 
products, all of which are imported, meet 13% of the country's 
energy needs. Benin is presently producing about 7,200 barrels per 
day (bpd) of crude oil from the Seme offshore oil field. All the 
oil is exported. Recoverable reserves have been conservatively 
estimated at 17.7 million barrels, with field depletion expected in 
1992. Until 1982, 90% of Benin's electricity was imported from 
Ghana and the remaining 10% was produced by domestic thermal 
plants. Due to the severe drought and its effect on hydroelectric 
production in Ghana, in December 1983 Ghana cut its electricity 
supply by 50%. Since then, domestically produced electricity has 
increased to 48% of total electricity generation and Benin has begun 
to develop its hydropower resources. The joint Benin-Togo Nangbeto 
Hydroelectric Power Project is underway (completion scheduled for 
late 1986) and recognizes that Benin's hydro-power resources can be 
developed economically only in the context of a larger market. 





IMPLICATIONS FOR THE UNITED STATES 


At present, there are no American firms operating in Benin and 
U.S.-Benin trade is minimal. Since the promulgation of a new 
investment code in May 1982, however, the Beninese government has 
demonstrated a greater receptivity to foreign investment. Viable 
opportunities for American firms would appear to exist in 
agroindustry, tourism, petroleum, and light industrial projects. 
Nevertheless, given the relative newness of the investment code, the 
lack of previous American business experience in Benin, the 
extremely limited size of the market, and the present political and 
economic climate, potential investors would be wise to consult with 
the U.S. Department of Commerce and/or the American Embassy in 
Cotonou as they consider entering the Beninese market. 
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